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SUBJECT: CIV AIR: CAB ORDER DISAPPROVING PAL APPLICATION 
REF: STATE 43934 

TEXT OF CAB ORDER FOLLOWS: BEGIN TEXT 

IN THE MATTER OF THE SCHEDULES OF PHILIPPINE AIR LINES, 

INC. DOCKET 25709 ORDER DISAPPROVING SCHEDULES 
PHILIPPINE AIR LINES, INC. (PAL) HOLDS A FOREIGN AIR 
CARRIER PERMIT ISSUED PURSUANT TO ORDER E-17953, 

EFFECTIVE JANUARY 22, 1962, AUTHORIZING THE FOREIGN 
AIR TRANSPORTATION OF PERSONS, PROPERTY AND MAIL BETWEEN 
THE PHILIPPINES AND SAN FRANCISCO, CALIFORNIA. VIA 
HONOLULU, HAWAII. THERE IS NO AIR TRANSPORT SERVICES 
AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED STATES 
AND THE GOVERNMENT OF THE PHILIPPINES, INASMUCH AS NOTICE 
OF TERMINATION OF THE AGREEMENT BY THE GOVERNMENT OF THE 
PHILIPPINES WAS GIVEN IN MARCH 1959. FOLLOWING TERMINA- 
TION OF THE BILATERAL, SERVICES WERE CONTINUED BY THE 
RESPECTIVE CARRIERS PURSUANT TO THE PRINCIPLES OF COMITY 
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AND RECIPROCITY. HOWEVER, IN AUGUST 1974 AN INTERIM 
ARRANGEMENT WAS ENTERED INTO BETWEEN THE GOVERNMENT OF 
THE UNITED STATES AND THE GOVERNMENT OF THE PHILIPPINES 
PROVIDING FOR FREQUENCIES OF COMBINATION SERVICES AND 
CERTAIN ADDITIONAL PROVISIONS AS TO ALL-CARGO SERVICES. 

THE GOVERNMENT OF THE PHILIPPINES HAS ISSUED VARIOUS 
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LICENSES TO NORTHWEST AIRLINES, INC., PAN AMERICAN 
WORLD AIRWAYS, INC., AND THE FLYING TIGER LINE INC., 
AUTHORIZING SCHEDULED AIR SERVICES BETWEEN POINTS IN THE 
UNITED STATES AND MANILA VIA SPECIFIC INTERMEDIATE POINTS. 
THESE AUTHORIZATIONS SPECIFY THE NUMBER OF FREQUENCIES 
WHICH MAY BE OPERATED. SUCH FREQUENCIES ARE RESTRICTED 
TO THE LEVELS OF SERVICE PROVIDED FOR UNDER THE AUGUST 
1974 INTERIM ARRANGEMENT. 

IN ADDITION TO THE SPECIFIED LEVEL OF COMBINATION 
FREQUENCIES (FOR PHILIPPINE AIRLINES, DAILY DC-10 COMBI- 
NATION SERVICES), THE INTERIM ARRANGEMENT PROVIDES AN 
OPTION FOR PAL TO APPLY TO THE CAB TO OPERATE THREE 
WEEKLY ALL-CARGO SERVICES WITH DC-8 SERIES AIRCRAFT. IT 
ALSO REQUIRES THAT THE REPUBLIC OF THE PHILIPPINES "GIVE 
SYMPATHETIC CONSIDERATION TO APPLICATIONS FROM UNITED 
STATES AIRLINES FOR ALL-CARGO SERVICES ON AUTHORIZED 
ROUTES.” 

NOTWITHSTANDING THIS PROVISION, AND DESPITE OBJECTIONS 
OF THE UNITED STATES GOVERNMENT IN DECEMBER 1974 AND 
MARCH 1975, AND AT THE CONSULTATIONS HELD IN MANILA IN 
OCTOBER 1976, THE GOVERNMENT OF THE PHILIPPINES HAS 
FAILED TO ACT ON SEVERAL REQUESTS FILED BY U.S. CARRIERS 
TO SUBSTITUTE EQUIPMENT ON ALL-CARGO SERVICES, TO CON- 
TINUE THE OPERATION OF CERTAIN ALL-CARGO SERVICES WHICH 
WERE IN OPERATION PURSUANT TO AN AUTHORIZATION WHICH 
HAD BEEN GRANTED BY THE PHILIPPINE GOVERNMENT PRIOR TO 
THE NEGOTIATION OF THE AUGUST 1974 INTERIM ARRANGEMENT, 
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AND TO REINSTITUTE SCHEDULES WHICH PREVIOUSLY HAD BEEN 
TERMINATED BY THE PHILIPPINE GOVERNMENT. SPECIFICALLY, 

IN NOVEMBER 1974 THE PHILIPPINE GOVERNMENT DENIED AN 
APPLICATION OF PAN AMERICAN WORLD AIRWA-S TO RENEW ITS 
AUTHORITY TO CONDUCT CERTAIN ALL-CARGO FLIGHTS SUBJECT 
TO A RESTRICTION ON THE AMOUNT OF COMMERCIAL TRAFFIC 
CARRIED. OBJECTIONS WERE MADE BY THE UNITED STATES 
GOVERNMENT IN NOTES OF DECEMBER 1974 AND MARCH 1975, 
NOTING THE MUTUAL UNDERSTANDING OF THE TWO GOVERNMENTS 
AT THE AUGUST 1974 NEGOTIATIONS, WHICH RESULTED IN THE 
INTERIM ARRANGEMENT, THAT EXISTING ALL-CARGO RIGHTS 
ENJOYED BY UNITED STATES CARRIERS WOULD NOT BE ALTERED. 
THE PHILIPPINE GOVERNMENT, NEVERTHELESS, REFUSED TO 
RENEW PAN AMERICAN'S AUTHORITY WITH THE EFFECT THAT 
PAN AMERICAN S PREVIOUSLY-EXISTING RIGHTS TO CONDUCT 
THIS SERVICE WERE TERMINATED AS OF NOVEMBER 15, 1974. A 
SUBSEQUENT APPLICATION OF PAN AMERICAN IN MAY 1975 SEEK- 
ING TO REINSTATE ALL-CARGO SERVICE WAS NOT ACTED UPON 
BY THE PHILIPPINE GOVERNMENT, IN THAT IT WAS "DEFERRED 
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FOR FURTHER STUDY." THUS. PAN AMERICAN HAS BEEN DENIED 
SINCE NOVEMBER 15,1974, THE RIGHT TO CONTINUE ITS ALL- 
CARGO SERVICE IN OPERATION AT THE TIME OF THE AUGUST 
1974 INTERIM ARRANGEMENT, DESPITE THE INTENT OF THE 1974 
INTERIM ARRANGEMENT THAT ALL EXISTING OPERATIONS OF U.S. 
CARRIERS WLD BE PERMITTED TO CONTINUE UNIMPAIRED, 

AND SPECIFICALLY, THAT "SYMPATHETIC CONSIDERATION" WOULD 
BE GIVEN TO OTHER ALL-CARGO APPLICATIONS OF U.S. CARRIERS. 

SIMILARLY, THE GOVERNMENT OF THE PHILIPPINES HAS REFUSED 
TO PERMIT FLYING TIGER TO SUBSTITUTE B-747 FLIGHT EQUIP- 
MENT IN THE OPERATION OF ITS THREE WEEKLY DC-8 ALL- 
CARGO FREQUENCIES AT MANILA, DESPITE FORMAL AND INFORMAL 
ASSURANCES TO THE GOVERNMENT OF THE PHILIPPINES THAT THE 
SUBSTITUTION OF EQUIPMENT WOULD NOT RESULT IN AN IN- 
CREASE IN THE AMOUNT OF CARGO TRAFFIC CARRIED TO AND FROM 
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THE PHILIPPINES OVER THAT WHICH COULD HAVE BEEN ACCOMMO- 
DATED ON THE THEN-UTILIZED DC-8 AIRCRAFT. AN APPLICATION 
WAS FILED BY FLYING TIGER IN JANUARY 1975 SEEKING SUCH 
SUBSTITUTION OF B-747 AIRCRAFT, AND, FOLLOWING A HEARING, 
WAS "DEFERRED FOR FURTHER STUDY." A FURTHER MORE EXTEN- 
SIVE APPLICATION WAS FILED IN JULY 1976 AND RECEIVED THE 
SAME TREATMENT. AT CONSULTATION HELD WITH THE PHILIPPINES 
IN MANILA IN OCTOBER. 1976, THE U.S. GOVERNMENT MADE 
FURTHER REPRESENTATIONS WITH RESPECT TO THE FAILURE OF 
THE PHILIPPINE GOVERNMENT TO GRANT BOTH THE PAN AMERICAN 
AND FLYING TIGER APPLICATIONS IN ACCORDANCE WITH THE 
PROVISIONS OF THE 1974 INTERIM ARRANGEMENT. NEVER- 
THELESS, DESPITE A FURTHER SUBSEQUENT APPLICATION FILED 
BY FLYING TIGER IN OCTOBER, 1976 FORMALLY PROPOSING TO 
LIMIT CARGO CARRIED TO AND FROM THE PHILIPPINES ON ITS 
PROPOSED B-747 SERVICE TO THAT WHICH COULD BE ACCOMMO- 
DATED ON ITS DC-8 AIRCRAFT AND DESPITE THE ABSENCE OF 
ANY ECONOMIC EFFECT WHATSOEVER ON THE PHILIPINES FROM 
THIS PROPOSED SUBSTITUTION THE PHILIPPINE GOVERNMENT TO 
DATE HAS TAKEN NO ACTION ON THE APPLICATION. 

THE BOARD BY ORDER 73-7-138, ISSUED PURSUANT TO PART 213 
OF ITS REGULATIONS, DIRECTED THAT PAL FILE WITH THE 
CIVIL AERONAUTICS BOARD EXISTING SCHEDULES OF SERVICE 
BETWEEN THE PHILIPPINES AND THE UNITED STATES AND PROPOSED 
SCHEDULES AT LEAST 30 DAYS PRIOR TO THE INAUGURATION OF 
SUCH SCHEDULES. PAL BY LETTER APPLICATION DATED JANUARY 
25, 1977, SEEKS BOARD APPROVAL TO INAUGURATE THREE WEEKLY 
ALL-CARGO FREQUENCIES BETWEEN THE PHILIPPINES AND THE 
UNITED STATES, PURSUANT TO THE OPTION PROVIDED FOR IN THE 
1974 INTERIM ARRANGEMENT. THE NEW SERVICE IS PROPOSED 
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FOR MARCH L EFFECTIVENESS. 

IN VIEW OF THE REPEATED AND LONG-STANDING INSTANCES OF 
DENIAL INACTION, AND DEFERRAL, AS DETAILED ABOVE, IT IS 
Cl EAR THAT THE GOVERNMENT OF THE PHILIPPINES HAS FAILED 
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TO GIVE "SYMPATHETIC CONSIDERATION" TO U.S. CARRIERS' 

CARGO APPLICATIONS IN ACCORDANCE WITH THE TERMS OF THE 
AUGUST 1974 INTERIM ARRANGEMENT. BY SUCH INACTION, AS 
WELL AS THE DENIAL TO PAN AMERICAN OF THE RIGHT TO CON- 
TINUE ALL-CARGO SERVICES WHICH WERE BEING CONDUCTED AT THE 
TIME OF THE NEGOTIATIONS OF AUGUST 1974 INTERIM ARRANGE- 
MENT, THE PHILIPPINE GOVERNMENT HAS BREACHED THE ALL- 
PROVISIONS OF THE 1974 INTERIM ARRANGEMENT INSOFAR AS IT 
RELATES TO ALL-CARGO SERVICE. BY SUCH VIOLATIONS, THE 
GOVERNMENT OF THE PHILIPPINES HAS. OVER THE OBJECTIONS OF 
THE UNITED STATES GOVERNMENT, IMPAIRED THE OPERATING 
RIGHTS OF U.S. CARRIERS PROVIDED FOR IN THE INTERIM 
ARRANGEMENT, AND DENIED U.S. AIR CARRIERS A FAIR AND 
EQUAL OPPORTUNITY TO EXERCISE SUCH OPERATING RIGHTS. 
ACCORDINGLY. THE BOARD FINDS THAT INAUGURATION OF PAL'S 
PROPOSED ALL-CARGO SERVICE, AT A TIME WHEN THE GOVERN- 
MENT OF THE PHILIPPINES CONTINUES TO WITHHOLD APPROVAL 
OF SCHEDULES PROPOSED BY UNITED STATES CARRIERS, MAY 
ADBERSELY AFFECT THE PUBLIC INTEREST, AND THAT SUCH 
PROPOSED SCHEDULES SHOULD BE DISAPPROVED. SHOULD THE 
PENDING ALL-CARGO APPLICATIONS OF THE U.S. CARRIERS BE 
FAVORABLY ACTED UPON SUBSEQUENT TO THE ISSUANCE OF THIS 
ORDER. WE WOULD, OF COURSE, RECONSIDER THIS ACTION. 

ACCORDINGLY. IT IS ORDERED THAT: 

1 . THE SCHEDULES FILED BY PAL DATED JANUARY 25, 1977, BE, 

AND THEY HEREBY ARE DISAPPROVED, AND SHALL NOT BE INAUGU- 
RATED, INSOFAR AS THEY PROVIDE FOR THREE WEEKLY ALL-CARGO 
FREQUENCIES WITH DC-8 AIRCRAFT BETWEEN THE PHILIPPINES 
AND THE UNITED STATES; 

2. THIS ORDER SHALL BE SUBMITTED TO THE PRESIDENT (THIS 
ORDER WAS SUBMITTED TO THE PRESIDENT ON FEBRUARY 17, 1977.) 
AND SHALL BECOME EFFECTIVE ON FEBRUARY 27, 1977; 
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3. THIS ORDER SHALL REMAIN IN EFFECT UNTIL FURTHER ORDER 
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OF THE BOARD; AND 

4. THIS ORDER SHALL BE SERVED ON PHILIPPINE AIR LINES, 

INC., AND THE AMBASSADOR OF THE PHILIPPINES IN WASHINGTON, 

D.C. THIS ORDER SHALL BE PUBLISHED IN THE FEDERAL REGIS- 
TER. BY THE CIVIL AERONAUTICS BOARD. PHYLLIS T. KAYLOR 
SECRETARY END TEXT 


VANCE 


UNCLASSIFIED 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: POLICIES, TEXT, AIR ROUTES 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 02-Mar-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 -Jan-1 960 12:00:00 am 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977STATE046404 

Document Source: CORE 

Document Unique ID: 00 

Drafter: TROESCPLEW 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770072-0399 
Format: TEL 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770399/aaaadjyi.tel 

Line Count: 234 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 8ec0d7be-c288-dd1 1-92da-001cc4696bcc 
Office: ORIGIN EB 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 5 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: 77 STATE 43934 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 14-Sep-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3226750 
Secure: OPEN 
Status: NATIVE 

Subject: CIVAIR: CAB ORDER DISAPPROVING PAL APPLICATION 
TAGS: EAIR, RP, PAL 
To: MANILA 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/8ec0d7be-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



